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The Position of the Construction Industry 
Prepared In the Construction Economics Section, Marketing Research Division 

DURING the past 3 years there have been important 
gains in construction activity and the improve

ment carried forward through the first quarter of 1937. 
The expansion in 1934 was due almost entirely to 
increases in pubhc construction resulting from funds 
supplied by the Federal Government—^largely loans 
and grants by the Pubhc Works Administration. In 
1935 pubhc construction changed only shghtly whUe 
private work increased substantiaUy, particularly in 
residential buUding. In 1936 further increases in both 
private and pubhc work resulted in a volume of con
struction for the year, approximating three-fourths of 
the average annual volume during the period from 1920 
to 1930. The trends in pubhc, private, and total con
struction activity since 1923 are indicated by figure 1. 
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Figure 1.—Estimated Value of Total, Private, and Public Construction In 
in the United States, 1923-36. (National Bureau of Economic Research 
and the United States Bureau of Foreign and Domestic Commerce.) 

NOTE.—Total, private, and public construction, 1923-32, National Bureau of 
Economic Research (Qayer); flgures for later years are preliminary estimates of the 
United States Bureau of Foreign and Domestio Commerce which are In the process 
of revision. 

The variations in the amount of construction expendi
tures, which are discussed briefly in the foUowing para
graphs, are of major significance because of the large 
number of persons employed directly and indirectly by 
construction, and also because of the effect of the 
expansion or curtaUment of such activity upon general 
purchasing power. Outlays for durable goods may be 
expanded or contracted over long periods to a degree 
impossible in the case of nondurable goods such as food 
and clothing. 

Residential Building. 

Over long periods of time residential buUding averages 
one-fourth to one-third of the total volume of construc
tion, but the proportion has been much less than this 
figure in recent years. The niunber of famUy units 

buUt during the period from 1920 to 1930 was approxi
mately 700,000 annuaUy in urban and rural nonfarm 
areas. The total doUar volume of residential work, 
including alterations, repairs, and maintenance, for the 
same period averaged between 3 ond 4 biUions of doUars 
annuaUy. In 1933 and 1934 the number of new imits 
buUt dechned to approximately 60,000 annually, con
siderably less than the estimated requirements for re
placements. As indicated in figm-e 2, this number has 
graduaUy increased during the past 2 years and may be 
estimated for 1936 to have been approximately 250,000 
units. The expenditure for residential building, in
cluding alterations, repairs, and maintenance, as well 
as new construction in 1936, was probably in excess of 
IK bUlions of dollars. 
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Figure 2.—Family Units Built, Rents, Building Costs, and Long Term 
Interest Rates, 1915-36. (Family Units Built, Construction Economic 
Section, United States Department of Commerce; Rents, National 
Industrial Conference Board; BuUding Costs, American Appraisal Com
pany; and Long Term Interest Rates, Average of Yields on 15 Industrial 
and 15 Public Utility Bonds, Standard Statistics Company, Inc.) 

The rent index in figure 2 is computed by the National 
Industrial Conference Board on the basis of month-to-
month changes in new rentals, at present in 173 cities, 
and is particularly responsive to rent changes. This 
index reached a low point in January 1934 and has been 
rising steadUy during the past 3 years. ] 

Vacancy statistics, which are also an important meas
ure of the residential market, began to record improve
ment somewhafi earher than rents. In 1932 vacancies 
in many cities were as much as 8 percent of the total 
number of dweUing units. This rate has been steadUy 
declining, and in the latter part of 1936 was very low. 
The resiUts of studies made in the faU and Avinter of 
1936-37 are now avaUable for several cities. These 
studies indicate substantial reductions from the preced
ing year. For aU types of dweUing units percentage 
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vacancies, for example, in Denver declined during the 
past year from 1.8 to 1 percent, in Cleveland from 3 
to 1.8 percent, in Seattle from 2.1 cent to 1.7 percent, 
and in Columbus from 2.7 to 1.7 percent. These 
changes are not unusual but are typical of the recent 
developments throughout the country. As a result of 
this increased demand a housing shortage is in prospect 
in many cities. 

The present period of active demand for housing is 
in that respect similar to the years from 1919 through 
1923. During the earher period increases in interest 
rates and construction costs to high levels, as may be 
observed in figure 2, were accompanied by a curtaU
ment of residential building. The trends in 1920 and 
1921 should be noted particularly in this connection. 

Commercial Building. 

Commercial buUding improved shghtly in 1934 and 
1935 and advanced somewhat more rapidly in 1936. 
The gain in this type of construction in 1936 over the 
preceding year, according to the P. W. Dodge Corpora
tion data covering 37 States, was over 50 percent. 
Commercial buUding, however, is stiU at comparatively 
low levels, 27 percent of the 1926 value, and vacancies 
are stUl high, 20.5 percent in January 1937, according 
to the reports of the National Association of BuUding 
Owners and Managers covering more than 2,000 buUd-
ings in 90 cities. The corresponding vacancy in 1924 
to 1927 was approximately 9 percent; during this period 
commercial buUding was very active. 

Factory Construction. 

Factory buUding reached its low in 1932 at 9 percent 
of the 1926 value, according to the Dodge Corporation 
reports. The percentage increase in 1933 was large 
but this type of construction showed a slight decline in 
1934 and no further important increases untU 1936, in 
which year the Dodge figures indicated that factory 
buUding contracts were 82 percent larger than in the 
preceding year. In spite of these advances, the total 
dollar volume of factory construction in 1936 was only 
42 percent of the 1926 average. 

Table 1.—Construction Contract and Building Permit Relatives 

[Dollar value 1020=100] 

Contracts awarded, F. W. Dodge Corpora
tion:' 

Residential building 
Factory building 
Commercial building 
Educational building 
Public utility construction ' 

Building permits granted, Bureau of Labor 
Statistics:' 

Residential 
Nonresidential... 

Contracts awarded, Bnglneerlng New-
Hccord: 

Streets aud roads 
Sewers and waterworks 

1920 1032 1933 1034 193S 1030 

71.7 
116.8 
100.9 
100.2 
92.0 

03.5 
88.2 

111.6 
8a 4 

10.6 
9.2 

13.3 
21.0 
13.4 

4.0 
21.2 

78. S 
36.8 

0.3 
27.1 
10.8 
10.6 
18.3 

4.0 
14.1 

69. G 
64.1 

9.3 
24.0 
10.4 
30.8 
22.3 

3.4 
12.7 

71.3 
92.9 

30.0 
42.0 
27.1 
69.3 
30.6 

21.0 
26.5 

99.9 
129.1 

> Data are for 37 Eastern States. 
> Includes municipal waterworks and governmental power plants. 
> Data aro for 267 identical cities. 

Educational Building. 

Public construction activity for the most part experi
enced a much smaller decline during the depression 
years than did private work. Educational buUding, 
however, although predominantly pubhc, suffered a 
severe reaction in volume during 1932 and 1933, reach
ing a low in 1933 of 10.5 percent of the 1926. dollar 
total, according to the F. W. Dodge Corporation statis
tics. Public Works Administration funds in the 3 years 
foUo-wing were responsible for a considerable revival in 
this type of construction. In spite of these gains, 
contracts awarded for educational buildings were 
shghtly less in 1936 than in 1931 and were far short of . 
the volume required to meet current needs. The in
creased responsibihties of educational institutions result
ing from a larger number of chUdren of school age than 
at any previous period in our history, as weU as from 
a prolonged period of early education and increasing 
adult education, have greatly increased educational 
buUding and other equipment needs which have not 
been met even with the increased activity of the past 3 
years. 

Public Utility and Public Works Construction. 

Total pubhc utihty construction of aU types, including 
railroad, telephone, telegraph, and electric hght and 
power construction, as well as waterworks which are 
included in this category by the F. W. Dodge Corpora
tion, was, in 1936, approximately 36 percent of the 1926 
average. The two major items which represent the 
largest part of the totals for utihty construction are 
electric hght and power plants and raUroad construction 
(including tronsportatlon terminals). In each of these 
categories there was a substantial increase in the doUar 
value of contracts awarded in 1936 over the preceding 
year; hght and power plants having more than doubled 
and railroad construction of aU types having increased 
more than 80 percent. The outlays for electric hght 
and power plants and distributing systems, although 
sho-wing this strUdng increase in 1936 over the preceding 
year, are stUl at low levels, approximately 23 percent of 
the figure for 1926, which was a year of fuU activity, 
although considerably lower than the peak years of 
1924 and 1930. The production of electrical energy, on 
the other hand, declined only moderately from 1930 to 
1932 and at the present time is increasing rapidly. 
In 1936 it was larger than in any previous year. 

As is weU Icnown the total volume of pubhc construc
tion has been maintained during the years from 1931 to 
date to a much larger degree than has private work. 
This is true in spite of the fact that the outlays of 
municipalities for construction dechned greatly during 
the years from 1931 to 1933. 

Total outlays of municipahties for aU purposes, as 
measured by the reports to the Bureau of the Census 
from 146 cities, declined graduaUy from the peak in 
1925 to 1930, then decreased very sharply to 1933, in 
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which year the total was approximately one-third of the 
1930 volume. This decline has not been due to any 
substantial decrease in the net revenue receipts of 
municipahties but rather to the proportion of the re
ceipts devoted to permanent outlays. As a matter of 
fact the revenue receipts for the 146 cities just mentioned 
were in 1931 shghtly in excess of those for 1930 and 
have been maintained at fairly high levels during 
subsequent years. In the past municipal construction 
has usuaUy constituted approximately one-half of the 
total of pubhc construction. The sharp dechne in this 
type of work from 1930 to 1933 has been offset in part 
by Federal Government construction. 

In 1930 and 1931 pubhc buUding was especiaUy large. 
During the past 3 years there has been a substantial 
increase in the construction of highways, grade crossing 
eliminations, sewerage systems, dams for flood control, 
water supply systems, and governmental power plants 
and distributing systems. The two types of work which 
have been undertaken in the largest volume are streets 
and roads, and sewers and water works. 

In 1936 the value of contracts awarded for the con
struction of streets and roads, as reported by the En
gineering News-Record, was nearly 60 percent greater 
than during 1935 and was approximately equal to the 
1926 level for this type ot work. Sewers and wa
terworks experienced a moderate increase in 1936 
over 1935 and appear to have been somewhat higher in 
the former year than in 1926. It should be observed, 
however, that both population and pubhc responsibih
ties for the construction and maintenance of works of 
various lands for pubhc use have substantiaUy increased 
during the past decade, and that 1926 should be con
sidered only as a base for relative comparison rather 
than as having been a year of normal activity. 

Construction Costs, Material Prices, and Wage Rates. 

Construction costs appear to have risen rapidly in 
the faU of 1933 from the low levels of 1932 and early 
1933. They were then faMy steady during 1934, 1935, 
and the early part of 1936. During the last few months 
of 1936, however, costs of aU major elements of con
struction advanced. The wholesale prices of buUding 
materials, as reported by the Bureau of Labor Statis
tics, increased from 85.8 percent of the 1926 average in 
June to 89.5 percent in December 1936. Wage rates 
of both sldUed and unsldUed labor reported to the 
Engineering News-Record as actually paid by contrac
tors in 20 cities, also rose appreciably, the latter to 
slightly above predepression levels. These movements 
are shown in figure 3. 

Actual construction costs include many other items 
in addition to those shown in figure 3, such as the 
current charges on equipment, insurance, general 
overhead, and contractors' profits. The cost of ma
terials plus labor, however, represents somewhat more 
than 80 percent of the total cost of most types of con
struction and usuaUy dominates the year-to-year 
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changes. Improvements in technical methods also 
affect important long-time trends in construction costs. 
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Figure 3.—Skilled Labor Wage Rates, Common Labor Wage Rates, and 
Building >Iaterlal Prices, 1915-36. (Skilled and Common Labor Wage 
Rates, Engineering News-Record; and Building l^aterial Prices, United 
States Department of Labor.) 

Improved methods of construction have in the past 
tended to some extent to offset the increases in the 
basic costs of materials plus labor. This has been 
expecially true in the construction of highways, levees, 
dams, and simUar earth-handling projects, and has 
made possible many public works which could hardly 
have been undertaken •without modern mechanical 
equipment. There has been some prospect that simUar 
technical developments might influence residential 
buUding and thus offset the present upward trend in 
basic costs. Considerable experimentation was under
taken in 1935 and 1936 and some progress made. 
Residential buUding costs, however, have not thus far 
been greatly affected by technical factors tending to 
lowest costs and consequently have risen rapidly in 
recent months. 

Recent Changes in Contracts and Costs. 

In the opening quarter of 1937, several important 
developments in the construction field have occurred, 
notably a rapid advance in private construction and a 
further shaip increase in construction costs. The first 
2 months of 1937 showed an increase in private con
struction of 96 percent over the corresponding 2 months 
of 1936, according to the reports of contracts awarded 
by the F. W. Dodge Corporation covering 37 Eastern 
States. Factory buUding recorded a particularly large 
gain—120 percent—and residential contracts more than 
doubled. Contracts for commercial buUdings also 
increased substantiaUy, although not so conspicuously 
as did those for factory and residential buUding. 
Pubhc works contracts on the contrary declined 29 
percent for the first 2 months of 1937 as compared -with 
the corresponding period of 1936. In February they 
were valued at slightly more than $27,000,000 which 
was lower than in any month since the summer of 1933, 
with the exception of February and May 1935. Public 



18 SURVEY OF CURRENT BUSINESS April 1937 

utihties showed some important gains, particularly in 
electric hght and power plants and raUroad con
struction. 

Both buUding material prices and wage rates have 
risen even more rapidly so far this year than they did 
in 1936. The index of wholesale prices of buUding 
materials, as reported by the Bureau of Labor Statistics, 
has risen from 89.5 for December 1936 to 95.7 in the 
middle of March 1937. Both sIdUed and common labor 
wage rates reported by the Engineering News-Record 

as actuaUy paid have also increased sharply during 
the past 2 months, common labor wage rates as of 
March 1, 1937, being 110 percent of the 1926 average, 
and skiUed labor rates, 98 percent of the 1926 average. 
A rapid and sustained rise in costs might very weU have 
important adverse effects upon some types of construc
tion activity. 

The current statistics on construction and real 
estate usuaUy presented in the table on p. 9 are given 
in table 2. 

Year and month 

1930: February 

1933: February 

1936: February. . 
1930: 

January 
February 

April 

July 

September 

November 
December 

1937: 
January.-

Table 2.—Building Materials, Construction, and Real Estate 

Construction contracts awarded 

Federal 
Reserve 
index ad-
Justed ' 

Monthly 
average, 
1923-26= 

100 

118 
104 
70 
27 
19 
44 
28 

02 
62 
47 
47 
40 
62 
69 
02 
60 
67 
68 
00 

03 
04 

All types of 
construction 

Num
ber of 
proj
ects 

0,749 
8,600 
7,020 
6,208 
3,884 
6,607 
0,136 

7,724 
0,442 

10, 614 
13,338 
13,242 
13,362 
13,800 
12,912 
12,060 
12,900 
11,209 
9,006 

8,731 
9,740 

1 

Mil
lions of 
dollars 

301 
317 
236 
89 
63 
97 
76 

216 
142 
190 
236 
210 
233 
296 
276 
234 
220 
208 
200 

243 
188 

Residential 
building 

Mil
lions of 
square 

feet 

27.3 
16.2 
10.0 
0.1 
3.1 
3.0 
4.0 

10.3 
9.1 

16.0 
19.7 
20.6 
20.0 
20.6 
24.4 
21.2 
21.0 
20.0 
10.0 

• 18.4 
18.7 

Mil
lions of 
dollars 

129.6 
74.8 
77.9 
24.4 
11.8 
14.6 
10.0 

37.4 
31.2 
66.2 
67.2 
70.3 
73.0 
72.0 

100.6 
80.7 
79.7 
08.4 
06.6 

78.4 
63.0 

Public 
utili
ties 

Public 
works 

Millions of 
dollars 

37.0 
44.3 
10.8 
12.0 
4.7 
0.4 
3.9 

17.9 
11.9 
18.1 
23.8 
12.8 
9.3 

27.6 
17.9 
16.7 
14.2 
18.0 
19.1 

21.8 
32.4 

29.7 
68.0 
69.2 
16.0 
12.6 
40.7 
23.9 

08.9 
30.3 
44.2 
49.7 
60.8 
71.1 
00.1 
70.4 
08.8 
62.9 
66.8 
42.1 

46.7 
27.3 

Building-material shipments 

Com
mon 
brick 

Thou
sands 

32,409 
38,291 

60,471 
44,730 

109,041 
164,473 
171,418 
172,892 
170,136 
172,748 
173,723 
189,104 
103,240 
141,080 

107,777 

Lum
ber 

Mills, 
of ft. 
b. m. 

1,123 
1,380 

1,700 
1,686 
1,863 
2,093 
1,002 
1,972 
2,060 
2,006 
2,122 
2,327 
1,761 
1,899 

1,722 
2,047 

Oak 
floor
ing 

Thous. 
of ft. 
b . m. 

31,128 
20,980 
21,713 
11,369 
0,074 
8,112 
9,016 

20,306 
23,081 
28,479 
29,483 
28,679 
31,017 
30,123 
30,408 
33,432 
33,936 
29,988 
36,878 

38,847 
34,391 

Ce
ment 

Thou
sands of 
barrels 

6,448 
7,012 
6,074 
3,118 
2,278 
2,062 
2,061 

3,917 
3,177 
7,180 
9,182 

11,240 
12,621 
11,823 
12,024 
12,010 
13,089 
8,042 
6,240 

4,678 
6,163 

Con
struc
tion 

costs, 
Eng. 

News-
Rec
ord ' 

Month
ly av
erage, 
1913= 

100 

210.4 
200.6 
100.0 
161.8 
169.3 
194.0 
190.0 

109.8 
201.2 
201.2 
202.2 
203.4 
204.0 
204.4 
208.1 
208.1 
211.6 
212.7 
220.7 

223.6 
223.6 

Loans outstanding 

Federal 
savings 
and loan 
associa
tions ' 

Home-
loan 

banks 

Home 
Owners' 

Loan 
Corp. ' 

Thousands of dollars 

107,980 

320,043 
330,164 
300,406 
390,810 
404,722 
442,027 
406,682 
407,862 
606,674 
632,004 
631,078 
644,107 

676,299 
688,038 

9,184 
90,631 
70,636 

102,746 
102,887 
103,364 
106,000 
110,871 
118,680 
122,004 
126,211 
129,762 
134,929 
137,260 
146,304 

143,738 
141,108 

286,604 
2,408,744 

2,984,438 
3,014,423 
3,040,137 
3,000,020 
3,083,312 
3,092,871 
2,920,739 
2,897,307 
2,800,000 
2,883,603 
2,801,827 
2,766,098 

2,711,461 
2,680,230 

Real-

fore-
clo-

sures 
(non-
farm) 

Month
ly av
erage, 
1934= 

100 

88.6 
96.7 

78.9 
77.6 
83.2 
83.9 
82.0 
81.7 
82.7 
78.3 
86.7 
77.8 
76.1 
84.4 

68.1 

> Based on 3-month moving average of values and adjusted for seasonal variation. 
«Indox is as of 1st of month; Mar. 1,1037,226.3. 
s Data for 1936 and 1030 revised. See p . 20 of this issue. 
' See footnote marked • on p. 25. 


